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Empire State New Market Corporation Procedures for Financial Diligence, Analysis and Considerations  
 

Before requesting approval of a potential investment by ESNMC’s Project Review Committee and 
Governing Board and the ESD Governing Board, ESNMC’s staff will perform a detailed financial analysis 
that would include the following, as may be relevant to each particular project:  

 
1. QALICB Financial Considerations: To analyze the QALICB’s financial viability, evaluate sources 

and uses and Operating Diligence (see below) to initially estimate if a capital gap exists and to 
substantiate the level of QLICIs needed for a project to move forward, avoid being delayed, or 
reduced in scope. To analyze the QALICB’s financial viability, evaluate the Operating Diligence 
(see below). For manufacturing projects, review historical sales alongside purchase contracts 
and market studies to evaluate future sales. For real estate projects, use letters of interest 
(LOIs), leases and appraisals to evaluate Net Operating Income and Loan to Value. To stress test 
assumptions, the analysis should verify projections, and run scenarios to evaluate long term 
financial viability and ensure sufficient cash flow, Net Operating Income, or EBITDA to meet debt 
service covenants through the term of the QLICIs.  
 

2. Likelihood of Completion: To assess the likelihood of completion, review the Financing Diligence 
(see below) such as sources and uses and financing term sheets, and Real Estate Diligence (see 
below) to make sure a project has sufficient funding and contingency to confirm that it can be 
completed on time and budget according to the plans and specs. In addition, review general 
contractor qualifications and/or contracts to ensure the GC has the necessary experience with 
similar projects. 

 
For new construction projects a hard and soft cost contingency should be set to 5% of hard and 
soft costs respectively. For projects that include rehabilitation, a hard cost contingency should 
be set to 10% of hard costs related to the cost of the rehabilitation. These levels may be 
modified depending on if any of the work is complete, the strength of the guarantor, experience 
with similar projects, particularly historic rehabilitation projects if relevant, and other factors 
determined by the staff.  
 

3. Management and Sponsor Strength: Review resumes and bios of sponsors, key management, 
and advisors to ensure they have enough relevant industry knowledge and experience to 
complete and operate a project or business. Review borrower, sponsor, and guarantor 
financials, for the ability to inject capital if needed to complete a project or service debt. Reach 
out to Advisory Board members and ESD staff in regional offices for additional information 
about the project sponsor and key project players. 

 
4. Market Demand: Analysis for market demand is industry specific. For real estate projects, review 

letters of intent (LOIs) and leases supplemented by market studies, appraisals or broker 
letter/reports, and/or information in annual regional plans to evaluate and demonstrate 
demand or leasing potential. Preleasing requirements should be set on a project by project basis 
depending on the guarantor’s track record and financial capacity, flexibility for smaller tenants 
to sign leases closer to construction completion, the level of required debt service, and any 
other financial considerations specific to the project. For operating businesses, review sales 
contracts, market studies, borrower/sponsor/industry sales history, letters of interest/support, 
and similar documents that demonstrate demand for the company’s products.  
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To complete the analyses described above, ESNMC staff will review the following documents and any 
others that are necessary to ensure project completion and ongoing financial feasibility: 
 
1. Financing Diligence 

a. sources & uses 
b. financing term sheets 
c. sponsor and guarantor financial statements 
d. resumes/bios of sponsors, key management, and advisors 
e. equipment or inventory contracts or Purchase Orders if these are in the budget 

 
2. Operating Diligence 

a. 7+ year financial projections 
b. tenant leases and letters of interest (LOIs) for real estate projects 
c. customer sales and vendor supply contracts for operating businesses 
d. business plans and market studies 
e. regional or similar plans 
f. borrower financials, audits preferred, for existing businesses 

 
3. Real Estate Diligence 

a. purchase and sale agreement 
b. construction budget with a trade cost breakdown 
c. environmental and appraisal reports 
d. zoning approvals and building permits 
e. 3rd party engineer Plan and Cost Reports that analyze plans, GC and architecture contracts, 

and project schedules 
 
 
















































